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Since the collapse of the Bretton Woods System in the 1970s, the 
uncertainty faced by the international financial system keeps growing, 
along with the probability and potential damage of its occurrence. 
Particularly, the Subprime Mortgage Crisis in U.S. during 2007, banks 
were bankrupted one after another. Overnight, the issues of survival 
caused by extreme events had become the nightmares of banking 
institutions around the world. Managers in the banking industry 
rapidly reached the consensus to develop and improve the extreme 
risk management. Due to the forward-looking and effectiveness in 
measuring risks and avoiding bankruptcy, stress test has been paid 
close attention by international banks and regulatory agencies. Hence, 
stress tests are widely applied in large banks in China. 
In China, as the limitation of its scale, city commercial banks are 
more vulnerable to extreme risks. As a result, extreme risk 
management is necessary. However, because of the shortage of tools 
and experiences, stress tests are just introduced or even not 
undertaken yet among city commercial banks.   
Based on the practice of stress tests in a small and medium-sized 
city commercial bank in China, this thesis summarized the concepts, 
processes, policies and programs of stress tests from a realistic 
perspective. Regarding of credit risk, according to the bank’s portfolio, 
stress testing frameworks were designed for identifying 
macroeconomic and credit concentration risks. Considering market 
risk, stress tests focus on interest rate risks in the trading book, 
especially in the bond portfolios. Referring to liquidity risk, liquidity 
gap on maturity was stressed referring to the structures of assets and 















realistic data, which provides theories and practical experiences. As a 
result, the realistic guidance of stress tests has been generated. 
In conclusion, series of policy suggestions are performed. 
Regarding of stress tests’ management system, on the one hand, 
banks’ existing resources should be fully integrated. On the other 
hand, banks’ own stress tests should be gradually carried out and 
improved. In the prospect of developing stress tests, banks’ risk 
management tools should be totally explored and executed in the 
current stage. By concerning the application of stress tests’ results, 
the awareness of extreme risk management should be enhanced, as 
well as bank's major management decisions should be influenced by 
stress results. 
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